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BACKGROUND 

Section  7.1  of  Part  VII  of  Session  Law  2004-161  (Senate  Bill  1152,  Studies  Act  of  2004) 


reads: 


The  General  Statutes  Commission  is  directed  to  study  the  Uniform 
Unincorporated  Nonprofit  Association  Act  in  consultation  with 
interested  parties  and  to  report  to  the  2005  General  Assembly  on 
the  Commission's  recommendations  and  legislative  proposals. 

Section  7.1  became  law  on  August  2,  2004,  and  is  attached  as  Appendix  A. 

The  General  Statutes  Commission  (Commission)  was  created  by  the  General  Assembly  in 
1945.  The  statutory  provisions  relating  to  the  Commission  are  found  in  Article  2  of  Chapter  164 
of  the  General  Statutes  (N.C.  Gen.  Stat.  §  164-12  et  seq.). 

The  records  of  the  Commission  relating  to  this  study  are  available  through  the  Revisor  of 
Statutes,  9001  Mail  Service  Center,  Raleigh,  North  Carolina  27699-9001,  (919)  716-6800. 

PROCEEDINGS 

The  Commission  was  informed  of  the  study  at  its  September  10,  2004,  meeting.  The 
Commission  noted  at  that  time  that  it  already  had  an  open  docket  (DN  93-9)  on  the  Uniform 
Unincorporated  Nonprofit  Association  Act  (UUNAA)  and  had  a  draft  of  the  Act  under  review. 

The  Commission  continued  its  discussion  of  UUNAA  at  its  October  1,  2004,  December 
3,  2004,  January  7,  2005,  February  4,  2005,  and  April  1,  2005,  meetings.  At  the  Commission's 
June  3,  2005,  meeting,  it  approved  the  circulation  of  a  fifth  draft  of  UUNAA  to  interested 
individuals  and  groups  for  their  comments  and  suggestions.  The  Commission  considered  their 
comments  and  suggestions  at  its  November  4,  2005,  February  3,  2006,  March  3,  2006,  and  April 


7,  2006,  meetings.  It  completed  its  work  on  the  study  of  UUNAA  at  the  May  5,  2006,  meeting 
by  finalizing  a  legislative  proposal  based  on  UUNAA  and  approving  a  report  for  submission  to 
the  2005  General  Assembly  of  North  Carolina. 

ANALYSIS  OF  LEGISLATIVE  PROPOSAL 

UUNAA  was  promulgated  in  1992  and  amended  in  1996  by  the  National  Conference  of 
Commissioners  on  Uniform  State  Laws  (NCCUSL).  In  brief  summary,  UUNAA: 

Incorporates  in  one  act  statutory  law  dealing  with  unincorporated  nonprofit 
associations  with  respect  to  holding  property  and  legal  obligations. 

•  Treats  unincorporated  nonprofit  associations  as  legal  entities  with  respect  to  legal 
obligations,  including  provision  for  limitations  on  liability,  holding  property,  and 
standing  to  sue  and  be  sued. 

Provides  a  procedure  for  disposing  of  the  property  of  a  defunct  association. 

•  Permits  the  designation  of  an  agent  for  service  of  process. 

UUNAA  does  not  contain  provisions  concerning  the  governance  of  unincorporated  nonprofit 
associations.  A  legislative  proposal  based  on  UUNAA  is  attached  as  Appendix  B. 

Section  1  enacts  a  version  of  UUNAA  as  a  new  Chapter  59B  of  the  General  Statutes. 

Proposed  §  59B-1  ("Short  title")  contains  the  Chapter's  title  (the  "Uniform 
Unincorporated  Nonprofit  Association  Act"). 

Proposed  §  59B-2  ("Definitions")  defines  the  following  key  terms:  "member,"  "nonprofit 
association,"  "person,"  and  "state."  Subdivision  ( 1 )  defines  "member"  as  a  person  who,  under 
the  rules  or  practice  of  a  nonprofit  association,  may  participate  in  the  selection  of  a  person 
authorized  to  manage  the  affairs  of  the  nonprofit  association  or  in  the  development  of  policy  of 
the  nonprofit  association.  Subdivision  (2)  defines  "nonprofit  association"  as  an  unincorporated 
organization,  other  than  one  created  by  a  trust  and  other  than  a  limited  liability  company, 
consisting  of  two  or  more  members  joined  by  mutual  consent  for  a  common,  nonprofit  purpose. 
The  Commission  modified  the  definitions  in  two  places  by  expressly  excluding  limited  liability 
companies  from  UUNAA' s  definition  of  "nonprofit  association"and  including  them  in 
UUNAA's  definition  of  "person"  in  subdivision  (3). 

Proposed  §  59B-3  ("Supplementary  general  principles  of  law  and  equity")  provides  that 
principles  of  law  and  equity  supplement  the  Act  unless  displaced  by  a  particular  provision  of  it. 


Proposed  §  59B-4  ('Title  to  property;  choice  of  law")  provides  that  real  and  personal 
property  in  this  State  may  be  acquired,  held,  encumbered,  and  transferred  by  a  nonprofit 
association,  whether  or  not  the  nonprofit  association  or  a  member  has  any  other  relationship  to 
this  State. 

Proposed  §  59B-5  ("Real  and. personal  property;  nonprofit  association  as  legatee,  devisee, 
or  beneficiary")  provides  in  subsection  (a)  that  a  nonprofit  association  is  a  legal  entity  separate 
from  its  members  for  purposes  of  dealing  with  its  real  and  personal  property.  Subsection  (b) 
provides  that  a  nonprofit  association,  in  its  name,  may  acquire,  hold,  encumber,  or  transfer  an 
estate  or  interest  in  real  or  personal  property.  Subsection  (c)  expressly  provides  that  a  nonprofit 
association  may  be  a  beneficiary  of  a  trust  or  contract,  a  legatee,  or  a  devisee.  The  Commission 
added  subsection  (d),  which  is  adapted  from  G.S.  1-69.1  ("Unincorporated  associations  and 
partnerships;  suit  by  or  against")  and  provides  that  any  judgments  and  executions  against  a 
nonprofit  association  bind  its  real  and  personal  property  in  the  same  manner  as  if  it  were 
incorporated. 

Proposed  §  59B-6  ("Statement  of  authority  as  to  real  property")  is  new  to  this  State's 
statutory  law. 

Subsection  (a)  allows  a  nonprofit  association  to  execute  and  record  a  statement 
authorizing  a  person  to  transfer  real  property  in  the  name  of  the  nonprofit  association. 

Subsection  (b)  requires  a  statement  of  authority  to  be  recorded  in  the  office  of  the  register 
of  deeds  in  the  county  in  which  a  transfer  of  the  property  would  be  recorded. 

Subsections  (c)  and  (d)  respectively  set  out  the  information  that  must  be  contained  in  a 
statement  of  authority  and  requirements  for  executing  the  document.  As  the  result  of  a 
suggestion  made  on  behalf  of  registers  of  deeds,  the  Commission  modified  subsection  (c)  by 
requiring  a  statement  of  authority  to  be  set  out  in  a  document  entitled  "affidavit."  The 
Commission  also  (i)  deleted  UUNAA's  requirement  that  a  statement  of  authority  contain  a 
federal  tax  identification  number  due  to  concerns  over  identity  theft  and  the  Commission's 
opinion  that  the  requirement  was  not  useful  in  any  event,  (ii)  added  a  requirement  that  a 
statement  of  authority  affirmatively  state  that  the  nonprofit  association  authorized  the  execution 
of  the  statement,  (iv)  conformed  the  requirement  for  an  address,  in  part,  to  similar  requirements 
for  the  statutes  regulating  other  entities,  and  (v)  in  subdivision  (c)(5),  changed  "title"  to  "office" 
in  light  of  the  references  to  "officer"  in  subsection  (g)  and  §  59B-13.  The  Commission  modified 
subsection  (d)  by  requiring  a  statement  of  authority  to  be  sworn  to  and  subscribed  in  the  same 
manner  as  an  affidavit  and  by  narrowing  the  subsection  to  specify  execution  by  a  "member  or 
agent"  rather  than  a  "person." 

Subsection  (e)  authorizes  the  collection  of  recording  fees.  The  Commission  modified  the 
subsection  to  make  the  collection  of  fees  mandatory,  inserted  the  cross-reference  to  the  fees  as 


authorized  by  G.S.  161-10(a)(  1 ),  and  added  indexing  instructions  pursuant  to  comments 
submitted  on  behalf  of  registers  of  deeds. 

Subsection  (0  requires  that  an  amendment,  including  a  termination,  of  a  statement  of 
authority  meet  the  requirements  for  execution  and  recording  of  an  original  statement  and 
provides  that  a  statement  of  authority  expires  by  operation  of  law  five  years  after  the  date  of  the 
most  recent  recording.  The  Commission  replaced  UUNAA's  references  to  "cancellation," 
"cancelled,"  and  "is  cancelled"  with  "termination,"  "terminated,"  and  "expires"  pursuant  to 
comments  submitted  on  behalf  of  registers  of  deeds  and  the  North  Carolina  Bar  Association's 
Business  Law  Section. 

Subsection  (g)  establishes  a  conclusive  presumption  in  favor  of  a  bona  fide  purchaser  for 
value  that  the  person  named  in  a  statement  of  authority  has  the  authority  stated  in  the  statement. 
Finally,  the  Commission  made  stylistic,  clarifying  changes  to  UUNAA's  wording  in  this  section 
that  are  not  intended  to  alter  the  meaning. 

Proposed  §  59B-7  ("Liability  of  members  or  other  persons")  as  promulgated  by  NCCUSL 
provides  that  a  nonprofit  association  is  a  legal  entity  separate  from  its  members  for  purposes  of 
contract  and  tort  rights,  duties,  and  liabilities,  and  that  a  member  is  not  liable  for  a  nonprofit 
association's  breach  of  contract  or  its  torts  merely  because  of  membership.  The  Commission 
decided  to  expand  the  section's  protection  from  liability  based  solely  on  membership  status  to 
include  a  nonprofit  association's  other  legal  obligations,  such  as  taxes  and  penalties. 

As  a  result,  the  Commission  restructured  the  section.  Subsection  (a)  provides  that  a 
nonprofit  association  is  a  legal  entity  separate  from  its  members  for  the  purposes  of  determining 
and  enforcing  rights,  duties,  and  liabilities.  The  next  two  subsections  provide  that  a  person  is  not 
liable  for  the  contract,  tort  or  other  obligations  of  a  nonprofit  association,  and  that  a  tortious  act 
or  omission  is  not  imputed  from  one  person  to  another,  merely  because  the  person  is  a  member, 
is  authorized  to  participate  in  the  management  of  the  affairs  of  the  nonprofit  association,  or  is 
referred  to  as  a  "member"  by  the  nonprofit  association.  Subsection  (e)  allows  a  member  or  a 
person  referred  to  as  a  "member"  to  assert  a  claim  against  a  nonprofit  association,  and  vice  versa. 
The  Commission  expanded  this  provision  to  allow  a  member  or  a  person  referred  to  as  a 
"member"  to  assert  a  claim  on  behalf  of  a  nonprofit  association. 

The  Commission  substituted  the  phrase  "person  referred  to  as  a  member"  for  UUNAA's 
phrase  "person  considered  to  be  a  member"  to  eliminate  possible  ambiguity.  As  defined  in  this 
Act,  the  term  "member"  is  limited  to  a  person  who  can  participate  in  the  selection  of 
management  or  the  development  of  policy.  Many  nonprofit  associations,  however,  have  persons 
who  are  called  "members"  but  do  not  have  this  power.  Others  may  have  persons  who  have  this 
power  but  are  called  something  besides  "members."  The  phrase  "considered  to  be  a  member" 
could  refer  to  either  group.  The  Official  Comment  to  this  section  clarified  that  the  intent  was  to 
protect  persons  who  were  called  "members"  but  who  were  not  included  in  the  definition  of 
"member."  The  Commission  decided  that  the  phrase  in  the  statute  should  be  clarified. 


Proposed  §  59B-8  ("Capacity  to  assert  and  defend;  standing")  provides  in  subsection  (a) 
that  a  nonprofit  association,  in  its  name,  may  institute,  defend,  intervene,  or  participate  in  a 
judicial,  administrative,  or  other  governmental  proceeding  or  in  an  arbitration,  mediation,  or  any 
other  form  of  alternative  dispute  resolution.  Subsection  (b)  describes  a  nonprofit  association's 
standing  to  assert  a  claim,  in  its  name,  on  behalf  of  its  members  or  persons  referred  to  as 
"members"  by  the  nonprofit  association.  The  Commission  expanded  subsection  (b)  to  allow  a 
nonprofit  association  to  assert  a  claim,  in  its  name,  on  behalf  of  persons  referred  to  as  "members" 
by  the  nonprofit  association. 

Proposed  §  59B-9  ("Effect  of  judgment  or  order")  provides  that  a  judgment  or  order 
against  a  nonprofit  association  is  not  by  itself  a  judgment  or  order  against  a  member,  a  person 
referred  to  as  a  "member,"  or  a  person  authorized  to  participate  in  the  management  of  the  affairs 
of  the  nonprofit  association.  The  Commission  expanded  this  section  to  cover  a  person  referred  to 
as  a  "member"  by  a  nonprofit  association. 

Proposed  §  59B-10  ("Disposition  of  personal  property  of  inactive  nonprofit  association") 
provides  that,  if  a  nonprofit  association  has  been  inactive  for  three  years  or  longer,  or  a  different 
period  specified  in  a  document  of  the  nonprofit  association,  a  person  in  possession  or  control  of 
personal  property  of  the  nonprofit  association  may  transfer  "custody"  of  the  property: 

•  If  a  document  of  the  nonprofit  association  or  document  of  gift  specifies  a  person 
to  whom  transfer  is  to  be  made  under  these  circumstances,  to  that  person;  or 

•  If  no  person  is  so  specified,  to  a  nonprofit  association,  nonprofit  corporation,  or 
other  nonprofit  entity  pursuing  broadly  similar  purposes,  or  to  a  government  or 
governmental  subdivision,  agency,  or  instrumentally. 

The  Commission  added  the  reference  to  a  document  of  gift  and  to  a  nonprofit  entity  other  than  a 
nonprofit  association  or  nonprofit  corporation.  The  Commission  concurred  with  the  view 
expressed  in  the  Official  Comment  to  this  section  that  a  nonprofit  association  owning  real 
property  of  significant  value  is  unlikely  to  become  inactive  and  that,  in  the  rare  case  that  it  does, 
the  assistance  of  a  court  may  be  obtained  in  making  appropriate  disposition  of  the  property. 

Proposed  §  59B-1 1  ("Appointment  of  agent  to  receive  service  of  process")  authorizes  but 
does  not  require  a  nonprofit  association  to  file  in  the  office  of  the  Secretary  of  State  a  statement 
appointing  an  agent  authorized  to  receive  service  of  process.  This  section  also  specifies: 

Information  that  must  be  contained  in  the  statement; 

Requirements  for  executing,  amending,  or  cancelling  the  statement; 

The  process  for  the  agent  to  resign; 


The  duty  of  the  agent  to  the  nonprofit  association; 

•  That  the  Secretary  of  State  is  not  an  agent  for  service  of  process  on  the  nonprofit 
association;  and 

•  The  fees  to  be  collected  by  the  Secretary  of  State  when  filing  the  statement,  an 
amendment,  or  a  cancellation. 

There  is  no  fee  for  filing  an  agent's  statement  of  resignation.  The  Commission  modified  this 
section  in  subsection  (a)  by  adding  the  reference  to  "notice,  or  demand  required  or  permitted  by 
law  to  be  served  on  a  nonprofit  association"  and  in  subsection  (b)  by  deleting  UUNAA's 
requirement  that  a  statement  appointing  an  agent  contain  a  federal  tax  identification  number  and 
conforming  the  requirement  for  an  address,  in  part,  to  similar  requirements  for  the  statutes 
regulating  other  entities.  The  Commission  modified  subsection  (c)  by  requiring  that  the  agent 
give  "written"  notice  of  the  agent's  resignation  to  the  nonprofit  association  "at  its  last  known 
address."  The  Commission  also  added  subsections  (d)  and  (e)  and  substituted  a  fee  schedule  for 
UUNAA's  fee  provision. 

Proposed  §  59B-12  ("Claim  not  abated  by  change")  provides  that  a  claim  for  relief 
against  a  nonprofit  association  does  not  abate  because  there  is  a  change  in  its  membership  or  the 
persons  authorized  to  manage  its  affairs. 

Proposed  §  59B-13  ("Venue")  provides  that,  for  purposes  of  venue,  a  nonprofit 
association  is  a  resident  of  a  county  in  which  it  has  an  office  or  maintains  a  place  of  operation  or, 
if  on  due  inquiry  no  office  or  place  of  operation  can  be  found,  in  which  any  officer  resides.  The 
Commission  modified  this  section  by  expanding  it  to  include  the  county  in  which  a  nonprofit 
association  maintains  a  place  of  operation  or  in  which  any  officer  resides. 

Proposed  §  59B-14  ("Uniformity  of  application  and  construction")  establishes  uniformity 
of  interpretation  as  a  goal  among  states  enacting  UUNAA. 

Section  2  repeals  G.S.  39-24  and  G.S.  39-25.  G.S.  39-24  provides  in  part  that 
"[vjoluntary  organizations  and  associations  of  individuals  organized  for  charitable,  fraternal, 
religious,  social  or  patriotic  purposes"  may  acquire,  hold  and  convey  real  estate  and  sue  and  be 
sued  concerning  such  real  estate,  in  their  common  or  corporate  names.  G.S.  39-25  provides  that 
the  title  to  the  real  estate  vests  in  the  organizations  or  associations  and  may  be  conveyed  in  their 
common  name.  Section  2  recodifies  G.S.  39-26  ("Effect  as  to  conveyances  by  trustees")  and 
G.S.  39-27  ("Prior  deeds  validated")  as  G.S.  59B-15(a)  and  (b),  respectively.  Section  2  also 
amends  G.S.  59B-15,  as  recodified,  by  deleting  a  reference  to  voluntary  organizations  that  is  no 
longer  necessary  under  the  new  act,  updating  the  validation  provision  in  G.S.  39-27,  and  making 
other  stylistic  changes. 


Section  3  amends  G.  S.  1-69.1  ("Unincorporated  associations  and  partnerships;  suit  by  or 
against")  to  exclude  from  its  application  unincorporated  nonprofit  associations  that  are  subject  to 
UUNAA  by  expressly  providing  that  such  associations  are  subject  to  UUNAA  and  not  G.S.  1  - 
69.1.  This  statute  currently  applies  to  nonprofit  as  well  as  for-profit  unincorporated  associations 
and  provides,  in  part,  that  "unincorporated  associations,  organizations  or  societies,  or  general  or 
limited  partnerships,  foreign  or  domestic,  whether  organized  for  profit  or  not,"  may  sue  or  be 
sued  under  the  names  by  which  they  are  commonly  known  and  called,  or  under  which  they  are 
doing  business,  to  the  same  extent  as  any  other  legal  entity  established  by  law  and  without 
naming  any  of  the  individual  members  composing  it." 

Section  4  makes  a  conforming  amendment  to  §  47C-3-101  of  the  North  Carolina 
Condominium  Act  by  providing  that  a  unit  owners'  association  shall  be  organized  as  a  profit  or 
nonprofit  corporation  or  as  an  "unincorporated  nonprofit  association"  rather  than  an 
"unincorporated  association." 

Section  5  is  a  severability  clause. 

Section  6  provides  that  this  legislative  proposal  does  not  affect  an  action  or  proceeding 
commenced  or  right  accrued  before  the  proposal  takes  effect. 

Section  7  authorizes  the  Revisor  of  Statutes  to  print  official  and  drafters'  comments. 

Section  8  provides  that  this  legislative  proposal  becomes  effective  January  1,  2007. 

FINDINGS  AND  RECOMMENDATION 

As  a  result  of  studying  UUNAA  in  consultation  with  interested  parties,  the  Commission 
finds  that  the  enactment  of  UUNAA,  as  set  out  in  the  attached  legislative  proposal,  would  be 
beneficial  to  unincorporated  nonprofit  associations  operating  in  this  State.  As  proposed, 
UUNAA  would  (i)  provide  a  fairly  comprehensive  and  well  thought-out  act,  (ii)  put  all  the 
statutes  relating  to  unincorporated  nonprofit  associations  in  one  place  where  they  can  be  found, 
(iii)  provide  a  statutory  resolution  for  some  inconsistencies  in  current  law  (some  of  which  are 
currently  addressed  in  appellate  decisions),  and  (iv)  provide  the  normal  benefits  of  adopting  a 
Uniform  Act. 

Although  the  National  Conference  of  Commissioners  on  Uniform  State  Laws  is  planning 
amendments  to  UUNAA,  none  can  be  approved  by  the  Conference  before  2008  at  the  earliest. 
The  Commission  accordingly  finds  no  reason  to  delay  enacting  UUNAA  in  this  State. 

Accordingly,  the  General  Statutes  Commission,  acting  pursuant  to  Section  7.1  of  Part  VII 
of  Session  Law  2004-161,  recommends  that  the  2005  General  Assembly  enact  the  legislative 
proposal  attached  as  Appendix  B  and  entitled,  "AN  ACT  TO  ENACT  THE  UNIFORM 


UNINCORPORATED  NONPROFIT  ASSOCIATION  ACT,  AS  RECOMMENDED  BY 
THE  GENERAL  STATUTES  COMMISSION." 

This  the  5th  day  of  May,  2006. 

Respectfully  submitted, 

Charles  C.  Lewis,  Chairman 
Charles  E.  Smith,  Vice  Chairman 


H.  Miles  Foy 
B.  Geoffrey  Hulse 
William  A.  Reppy 
Fletcher  L.  Hartsell,  Jr. 
Edward  C.  Winslow  III 


Deborah  K.  Ross 

Mark  Weisburd 

A.  Fleming  Bell,  II 

Michael  R.  Abel 

Matthew  W.  Sawchak 


APPENDIX    A 


PART   VII.    UNIFORM    UNINCORPORATED   NONPROFIT   ASSOCIATION 
ACT 

SECTION  7.1.  The  General  Statutes  Commission  is  directed  to  study  the 
Uniform  Unincorporated  Nonprofit  Association  Act  in  consultation  with  interested 
parties  and  to  report  to  the  2005  General  Assembly  on  the  Commission's 
recommendations  and  legislative  proposals. 

PART  VIII.  INNOVATIVE  PEAT-BASED  WASTEWATER  SYSTEMS  STUDY 

(Baker) 

SECTION  8.1.  The  Commission  for  Health  Services  shall  evaluate  the 
desirability  and  feasibility  of  developing  and  implementing  a  pilot  program  whereby 
any  individual  seeking  to  use  an  innovative  wastewater  system,  under 
G.S.  130A-343(g),  that  employs  peat-based  technology,  at  the  individual's  residence 
shall  be  required" to  use  a  wastewater  system  that  satisfies  all  of  the  following: 

(1)  The  peat-based  wastewater  system  complies  with  Standard  40.  a 
standard  developed  by  the  National  Sanitation  Foundation.  Inc.  (NSF). 
an  independent  testing  and  research  organization. 

(2)  The  peat-based  wastewater  system  has  a  mandatory  maintenance 
agreement  developed  by  the  manufacturer  of  the  system  that  is  part  of 
the  purchase  contract  for  the  system. 

SECTION  8.2.  As  part  of  the  evaluation  required  by  Section  8.1  of  this  act. 
the  Commission  shall  identify  two  or  more  counties  that  would  participate  in  the  pilot 
program. 

SECTION  8.3.  The  Commission  for  Health  Services  shall  report  the  results 
of  its  evaluation  to  the  Senate  and  House  of  Representatives  Appropriations 
Subcommittees  on  Natural  and  Economic  Resources,  the  Fiscal  Research  Division,  and 
the  Environmental  Review  Commission  on  or  before  January  15,  2005. 

PART  IX.  JOINT  LEGISLATIVE  UTILITY  REVIEW  COMMITTEE 

SECTION  9.1.  The  Joint  Legislative  Utility  Review  Committee  may  study 
the  economic,  environmental,  and  social  issues  associated  with  the  development  and  use 
of  renewable  and  alternative  energy  in  the  State  including,  but  not  limited  to.  the 
following: 

(1)  The  environmental  benefits  of  renewable  and  alternative  energy 
development,  including  the  reduction  of:  emissions  such  as  sulfur 
dioxides,  nitrogen  oxides,  and  mercury  and  greenhouse  gases;  waste 
ash  in  landfills;  and  water  and  air  quality  degradation  associated  with 
the  extraction  and  transport  of  fossil  fuels. 

(2)  The  environmental  benefits  of  conserving  rural  lands  for  traditional 
uses. 

(3)  The  environmental  challenges  to  renewable  and  alternative  energy 
development  in  the  State,  including  existing  laws,  aesthetic  issues,  the 
impact  on  birds  and  the  ecology,  and  secondary  development 
associated  with  alternate  energy  development. 

(4)  The  potential  for  renewable  "and  alternative  energy  to  support  rural 
economic  development  by  broadening  the  tax  base  and  creating  new 
jobs. 

(5)  Initiatives  taken  in  other  states  to  address  renewable  and  alternative 
energy  development. 

(6)  Options  for  permitting  renewable  and  alternative  energy  in  the  State, 
including  suggestions  for  public  involvement  and  environmental 
review. 
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1  ST:       Unincorporated  Nonprofit  Associations. 

2  A  BILL  TO  BE  ENTITLED 

3  AN  ACT  TO  ENACT  THE  UNIFORM  UNINCORPORATED  NONPROFIT  ASSOCIATION 

4  ACT,  AS  RECOMMENDED  BY  THE  GENERAL  STATUTES  COMMISSION. 

5  The  General  Assembly  of  North  Carolina  enacts: 

6  SECTION  1.  The  General  Statutes  are  amended  by  adding  a  new  Chapter  to  read: 

7  "Chapter  59B. 

8  "Uniform  Unincorporated  Nonprofit  Association  Act. 
"S59B-1.  Short  title. 

This  Chapter  may  be  cited  as  the  Uniform  Unincorporated  Nonprofit  Association  Act. 
"S59B-2.  Definitions. 
In  this  Chapter: 

(1)  "Member '  means  a  person  who,  under  the  rules  or  practices  of  a  nonprofit 
association,  may  participate  in  the  selection  of  persons  authorized  to  manage  the 
affairs  of  the  nonprofit  association  or  in  the  development  of  policy  of  the 
nonprofit  association. 

(2)  "Nonprofit  association"  means  an  unincorporated  organization,  other  than  one 
created  by  a  trust  and  other  than  a  limited  liability  company,  consisting  of  two  or 
more  members  joined  by  mutual  consent  for  a  common,  nonprofit  purpose- 
However,  joint  tenancy,  tenancy  in  common,  or  tenancy  by  the  entireties  does  not 
by  itself  establish  a  nonprofit  association,  even  if  the  co-owners  share  use  of  the 
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1  property  for  a  nonprofit  purpose. 

2  (3)        "Person"  means  an  individual,  corporation,  limited  liability  company,  business 

3  trust,  estate,  trust,  partnership,  association,  joint  venture,  government. 

4  governmental  subdivision,  agency,  or  instrumentality,  or  any  other  legal  or 

5  commercial  entity. 

6  (4)        "State"  means  a  state  of  the  United  States,  the  District  of  Columbia,  the 

7  Commonwealth  of  Puerto  Rico,  or  any  territory  or  insular  possession  subject  to 

8  the  jurisdiction  of  the  United  States. 

9  "§  59B-3.  Supplementary  general  principles  of  law  and  equity. 

0  Principles  of  law  and  equity  supplement  this  Chapter  unless  displaced  by  a  particular 

1  provision  of  it. 
"§  59B-4.  Title  to  property;  choice  of  law. 

Real  and  personal  property  in  this  State  may  be  acquired,  held,  encumbered,  and 
transferred  by  a  nonprofit  association,  whether  or  not  the  nonprofit  association  or  a  member  has 
any  other  relationship  to  this  State. 

"§  59B-5.  Real  and  personal  property;  nonprofit  association  as  legatee,  devisee,  or 
beneficiary. 

18  £a]        A  nonprofit  association  is  a  legal  entity  separate  from  its  members  for  the 

19  purposes  of  acquiring,  holding,  encumbering,  and  transferring  real  and  personal  property. 

20  £bj        A  nonprofit  association,  in  its  name,  may  acquire,  hold,  encumber,  or  transfer  an 
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1  estate  or  interest  in  real  or  personal  property. 

2  [cj        A  nonprofit  association  may  be  a  beneficiary  of  a  trust  or  contract,  a  legatee,  or  a 

3  devisee. 

4  [dj        Any  judgments  and  executions  against  a  nonprofit  association  bind  its  real  and 

5  personal  property  in  like  manner  as  if  it  were  incorporated. 

6  "§  59B-6.  Statement  of  authority  as  to  real  property, 

(a)        A  nonprofit  association  may  execute  and  record  a  statement  of  authority  to 

8  transfer  an  estate  or  interest  in  real  property  in  the  name  of  the  nonprofit  association. 

9  (b)        An  estate  or  interest  in  real  property  in  the  name  of  a  nonprofit  association  may  be 

10  transferred  by  a  person  so  authorized  in  a  statement  of  authority  recorded  in  the  office  of  the 

1 1  register  of  deeds  in  the  county  in  which  a  transfer  of  the  property  would  be  recorded. 

12  (cj        A  statement  of  authority  must  be  set  forth  in  a  document  styled  "affidavit"  that 

13  contains  all  of  the  following: 

(1)  The  name  of  the  nonprofit  association. 

(2)  [Reserved  for  future  codification  purposes.] 

(3)  The  street  address,  and  the  mailing  address  if  different  from  the  street 
address,  of  the  nonprofit  association,  and  the  county  in  which  it  is  located, 
or,  if  the  nonprofit  association  does  not  have  an  address  in  this  State,  its 
address  out  of  state. 

(4)  That  the  association  is  an  unincorporated  nonprofit  association. 
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1  (5)        The  name  or  office  of  a  person  authorized  to  transfer  an  estate  or  interest 

2  in  real  property  held  in  the  name  of  the  nonprofit  association. 

3  (6)        That  the  association  has  duly  authorized  the  member  or  agent  executing 

4  .    the  statement  to  do  so. 

5  (d)        A  statement  of  authority  must  be  sworn  to  and  subscribed  in  the  same  manner  as 

6  an  affidavit  by  a  member  or  agent  who  is  not  the  person  authorized  to  transfer  the  estate  or 

7  interest. 

8  (ej        The  register  of  deeds  shall  collect  a  fee  for  recording  a  statement  of  authority  in 

9  the  amount  authorized  by  G.S.  161-10(a)(l).  The  register  of  deeds  shall  index  the  name  of  the 

10  nonprofit  association  and  the  member  or  agent  signing  the  statement  of  authority  or  any 

1 1  subsequent  document  relating  thereto  as  Grantor  and  the  name  of  the  appointee  as  Grantee. 

12  (jQ         An  amendment,  including  a  termination,  of  a  statement  of  authority  must  meet  the 

13  requirements  for  execution  and  recording  of  an  original  statement.  Unless  terminated  earlier,  a 

14  recorded  statement  of  authority  or  its  most  recent  amendment  expires  by  operation  of  law  five 

15  years  after  the  date  of  the  most  recent  recording. 

16  i_g]        If  the  record  title  to  real  property  is  in  the  name  of  a  nonprofit  association  and  the 

17  statement  of  authority  is  recorded  in  the  office  of  the  register  of  deeds  in  the  county  in  which  a 

18  transfer  of  real  property  would  be  recorded,  the  authority  of  the  person  or  officer  named  in  a 

19  statement  of  authority  is  conclusive  in  favor  of  a  person  who  gives  value  without  notice  that  the 

20  person  or  officer  lacks  authority. 
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*"•§  59B-7.  Liability  of  members  or  other  persons. 

(a)  A  nonprofit  association  is  a  legal  entity  separate  from  its  members  for  the 
purposes  of  determining  and  enforcing  rights,  duties,  and  liabilities. 

(b)  A  person  is  not  liable  for  the  contract,  tort  or  other  obligations  of  a  nonprofit 
association  merely  because  the  person  is  a  member,  is  authorized  to  participate  in  the 
management  of  the  affairs  of  the  nonprofit  association,  or  is  referred  to  as  a  "member"  by  the 
nonprofit  association. 

(c)  [Reserved  for  future  codification  purposes.] 

(d)  A  tortious  act  or  omission  of  a  member  or  other  person  for  which  a  nonprofit 
association  is  liable  is  not  imputed  to  a  person  merely  because  the  person  is  a  member  of  the 
nonprofit  association,  is  authorized  to  participate  in  the  management  of  the  affairs  of  the 
nonprofit  association,  or  is  referred  to  as  a  "member"  by  the  nonprofit  association. 

(e)  A  member  of.  or  a  person  referred  to  as  a  "member"  by,  a  nonprofit  association 
may  assert  a  claim  against  or  on  behalf  of  the  nonprofit  association.  A  nonprofit  association  may 
assert  a  claim  against  a  member  or  a  person  referred  to  as  a  "member"  by  the  nonprofit 
association. 

17  "§  59B-8.  Capacity  to  assert  and  defend;  standing. 

18  (a)        A  nonprofit  association,  in  its  name,  may  institute,  defend,  intervene,  or 

19  participate  in  a  judicial,  administrative,  or  other  governmental  proceeding  or  in  an  arbitration, 

20  mediation,  or  any  other  form  of  alternative  dispute  resolution. 
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1  (b_)        A  nonprofit  association  may  assert  a  claim  in  its  name  on  behalf  of  its  members  or 

2  persons  referred  to  as  "members"  by  the  nonprofit  association  if  one  or  more  of  them  have 

3  standing  to  assert  a  claim  in  their  own  right,  the  interests  the  nonprofit  association  seeks  to 

4  protect  are  germane  to  its  purposes,  and  neither  the  claim  asserted  nor  the  relief  requested 

5  requires  the  participation  of  a  member  or  a  person  referred  to  as  a  "member"  by  the  nonprofit 

6  association. 

7  "§  59B-9.  Effect  of  judgment  or  order. 

8  A  judgment  or  order  against  a  nonprofit  association  is  not  by  itself  a  judgment  or  order 

9  against  a  member,  a  person  referred  to  as  a  "member"  by  the  nonprofit  association,  or  a  person 

10  authorized  to  participate  in  the  management  of  the  affairs  of  the  nonprofit  association. 

11  *"•§  59B-10.  Disposition  of  personal  property  of  inactive  nonprofit  association. 

12  If  a  nonprofit  association  has  been  inactive  for  three  years  or  longer,  or  a  different  period 

13  specified  in  a  document  of  the  nonprofit  association,  a  person  in  possession  or  control  of  personal 

14  property  of  the  nonprofit  association  may  transfer  custody  of  the  property: 

15  Q)        If  a  document  of  the  nonprofit  association  or  document  of  gift  specifies  a  person 

16  to  whom  transfer  is  to  be  made  under  these  circumstances,  to  that  person;  or 

17  (2J        If  no  person  is  so  specified,  to  a  nonprofit  association,  nonprofit  corporation,  or 

18  other  nonprofit  entity  pursuing  broadly  similar  purposes,  or  to  a  government  or 

19  governmental  subdivision,  agency,  or  instrumentality. 

20  "•§  59B-1 1 .  Appointment  of  agent  to  receive  service  of  process. 
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1  (a)        A  nonprofit  association  may  file  in  the  office  of  the  Secretary  of  State  a  statement 

2  appointing  an  agent  authorized  to  receive  service  of  process,  notice,  or  demand  required  or 

3  permitted  by  law  to  be  served  on  a  nonprofit  association. 

4  £bj        A  statement  appointing  an  agent  must  set  forth  all  of  the  following: 

5  Q}        The  name  of  the  nonprofit  association. 

6  £2}        [Reserved  for  future  codification  purposes.] 

7  (3)        The  street  address,  and  the  mailing  address  if  different  from  the  street 

8  address,  of  the  nonprofit  association,  and  the  county  in  which  it  is  located, 

9  or,  if  the  nonprofit  association  does  not  have  an  address  in  this  State,  its 
10  address  out  of  state. 

(4)        The  name  of  the  person  in  this  State  authorized  to  receive  service  of 

process  and  the  person's  address,  including  the  street  address,  in  this  State. 

(c)  A  statement  appointing  an  agent  must  be  signed  and  acknowledged  by  a  person 
authorized  to  manage  the  affairs  of  a  nonprofit  association.  The  statement  must  also  be  signed 
and  acknowledged  by  the  person  appointed  agent,  who  thereby  accepts  the  appointment.  The 
appointed  agent  may  resign  by  filing  a  resignation  in  the  office  of  the  Secretary  of  State  and 
giving  written  notice  to  the  nonprofit  association  at  its  last  known  address. 

(d)  The  sole  duty  of  the  appointed  agent  to  the  nonprofit  association  is  to  forward  to 
the  nonprofit  association  at  its  last  known  address  any  notice,  process,  or  demand  that  is  served 
on  the  appointed  agent. 
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1  £e)        The  Secretary  of  State  is  not  an  agent  for  service  of  any  process,  notice,  or 

2  demand  on  any  nonprofit  association. 

3  (jQ         The  Secretary  of  State  shall  collect  the  following  fees  when  the  documents 

4  described  in  this  subsection  are  delivered  to  the  Secretary  of  State  for  filing: 

5  Document  Fee 

6  OJ  Statement  appointing  an  agent  to  receive  service  of  process  $5.00 

7  (2)  Amendment  of  statement  appointing  an  agent  5.00 

8  £3J  Cancellation  of  statement  appointing  an  agent  5.00 

9  (4)  Agent's  statement  of  resignation  No  fee 

10  (fj         An  amendment  to  or  cancellation  of  a  statement  appointing  an  agent  to  receive 

1 1  service  of  process  must  meet  the  requirements  for  execution  of  an  original  statement. 

12  "S  59B-12.  Claim  not  abated  by  change. 

13  A  claim  for  relief  against  a  nonprofit  association  does  not  abate  merely  because  of  a 

14  change  in  its  members  or  persons  authorized  to  manage  the  affairs  of  the  nonprofit  association. 

15  "S59B-13.  Venue. 

16  For  purposes  of  venue,  a  nonprofit  association  is  a  resident  of  a  county  in  which  it  has  an 

17  office  or  maintains  a  place  of  operation  or.  if  on  due  inquiry  no  office  or  place  of  operation  can 

18  be  found,  in  which  any  officer  resides. 

19  "§  59B-14.  Uniformity  of  application  and  construction. 

20  This  Chapter  shall  be  applied  and  construed  to  effectuate  its  general  purpose  to  make 
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1  uniform  the  law  with  respect  to  the  subject  of  this  Chapter  among  states  enacting  it.""1 

2  SECTION  2.(a).  G.S.  39-24  and  G.S.  39-25  are  repealed. 

3  SECTION  2.(b).  G.S.  39-26  and  G.S.  39-27  are  recodified  as  G.S.  59B-15(a)  and  (b), 

4  respectively.  As  recodified  by  this  act,  G.S.  59B- 15  reads  as  rewritten: 

5  "§  59B-15.  Effect  as  to  conveyances  by  trustees,  trustees;  prior  deeds  validated. 

6  (a)        Nothing  in  this  Article  shall  be  deemed  in  any  manner  to  change  Chapter  changes 
the  law  with  reference  to  the  holding  and  conveyance  of  land  by  the  trustees  of  churches  or  other 

8  voluntary  organizations  under  Chapter  61  of  the  General  Statutes  where  such  the  land  is 

conveyed  to  and  held  by  such  the  trustees. 

(b)         All  deeds  executed  before  the  effective  date  of  this  Chapter  in  conformity  with 
former  G.S.  39-24  and  former  G.S.  39-25  are  declared  to  be  sufficient  to  pass  title  to  real  estate." 

SECTION  3.  G.S.  1-69.1  reads  as  rewritten: 
"§  1-69.1.  Unincorporated  associations  and  partnerships;  suit  by  or  against. 
(a)        Except  as  provided  in  subsection  (b)  of  this  section: 

( 1 )        All  unincorporated  associations,  organizations  or  societies,  or  general  or 
limited  partnerships,  foreign  or  domestic,  whether  organized  for  profit  or 
not,  may  hereafter  sue  or  be  sued  under  the  name  by  which  they  are 
commonly  known  and  called,  or  under  which  they  are  doing  business,  to 
the  same  extent  as  any  other  legal  entity  established  by  law  and  without 
naming  any  of  the  individual  members  composing  it. 
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1  {2}        Any  judgments  and  executions  against  any  such  association,  organization 

2  or  society  shall  bind  its  real  and  personal  property  in  like  manner  as  if  it 

3  were  incorporated. 

4  (3)        Any  unincorporated  association,  organization,  society,  or  general 

5  partnership  bringing  a  suit  in  the  name  by  which  it  is  commonly  known 

6  and  called  must  allege  the  specific  location  of  the  recordation  required  by 

7  G.S.  66-68. 

8  (bj        Unincorporated  nonprofit  associations  are  subject  to  Chapter  59B  of  the  General 

9  Statutes  and  not  this  section." 

10  SECTION  4.  G.S.  47C-3-101  reads  as  rewritten: 

1 1  "  47C-3-101.  Organization  of  unit  owners'  association. 

12  A  unit  owners7  association  shall  be  organized  no  later  than  the  date  the  first  unit  in  the 

13  condominium  is  conveyed.  The  membership  of  the  association  at  all  times  shall  consist 

14  exclusively  of  all  the  unit  owners,  or  following  termination  of  the  condominium,  of  all  persons 

15  entitled  to  distributions  of  proceeds  under  G.S.  47C-2-1 18.  The  association  shall  be  organized  as 

1 6  a  profit  or  nonprofit  corporation  or  as  an  unincorporated  nonprofit  association." 

1 7  SECTION  5.  If  any  provision  of  this  act  or  its  application  to  any  person  or  circumstance 

18  is  held  invalid,  the  invalidity  does  not  affect  any  other  provisions  or  applications  of  this  act  which 

19  can  be  given  effect  without  the  invalid  provision  or  application,  and  to  this  end  the  provisions  of 

20  this  act  are  severable. 


10. 
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1  SECTION  6.  This  act  does  not  affect  an  action  or  proceeding  commenced  or  right 

2  accrued  before  this  act  takes  effect. 

3  SECTION  7.  The  Revisor  of  Statutes  shall  cause  to  be  printed  along  with  this  act  all 

4  relevant  portions  of  the  official  comments  to  the  Uniform  Unincorporated  Nonprofit  Association 

5  Act  and  all  explanatory  comments  of  the  drafters  of  this  act  as  the  Revisor  deems  appropriate. 

6  SECTION  8.  This  act  becomes  effective  January  1,  2007. 


11 


